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FOREWORD 



This is the second volume in the series of studies in the field of area 
redevelopment. It follows “Guidelines for Programmes for Area Economic and 0 
Social Redevelopment”, which outlined the methods of organizing national and 
local agencies for area development and discussed the types of research pro- 
grammes and policy which such efforts require. It dealt both with the research 
conducted by central and local governments and the functions of the expert 
in developing local government policies. Particular stress was placed upon the 
importance of each area’s “hidden potentialities ”, which can often transform 
its economic prospects. 

This report presents, in Part I, Chapter 3, several alternative methods 
which local authorities may employ to identify likely prospects for local 
industrialization. Part II is devoted entirely to the detailed description of the 
specialized methodology developed by the author, based upon the input-output 
approach, to define the inter-industry and inter-regional relations of industries. 

The use of this technique is illustrated in its application to three labour- 
oriented growth industries in the United States for which statistical data now 
exist. The labour-oriented industries were not selected because of any pre- 
judgment of the merits of assigning priority to these industries for any specific 
area. The arguments for and against such a policy are numerous and would 
have to be resolved in the specific area. The choice was made because the number 
of illustrations necessarily had to be limited and labour-oriented industries do 
make immediate contributions to area redevelopment. The growth industries 
were defined in relation to the increase in employment. Of course, they are 
those most likely to contribute to total growth. 

The report presents a method and logic of analysis which is widely appli- 
cable and can help local authorities, who are considering which industries to 
canvass, to identify those which should receive priority. It helps to relate 
selection to such primary factors as inter-industry and inter-regional relations. 

It offers a first approximation for examining likely prospects to which can be 
added, according to the views of the local and area authorities, those other 
qualitative criteria which appear essential. 

A careful approach to the selection of industries has become particularly 
important as more business enterprises employ sophisticated economic tech- 
niques of analysis when choosing their new plant sites. Managements have 
encouraged and benefited from research and writings by regional economists. 
Local areas have, therefore, to match this careful analysis to be forewarned of 
the results of managements’ surveys as well as to be able to check on their 
findings. The authorities have to be fully aware of the advantages and dis- 
advantages of the area for specific industries, both to save time and energy 
and to minimize the disappointments which have often led to the abandonment 
of development activities. 
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The study of industrial locational requirements and of inter-industry and 
inter-regional relations can enable all authorities to compare their own social 
infrastructure, economic and manpower resources and assets to determine which 
can be further developed and how programmes should be carried out to make 
areas eligible for new industries. Moreover, the above analysis will provide the 
authorities with information on the mobility of specific types of ventures so 
that they will be aware of the prospects of these enterprises’ remaining in the 
community. 

The use of the detailed statistical data in this report may initially discourage 
its application to areas without adequate information. Actually the central 
concern is the logic of the analysis, or the questions which the statistical 
procedures seek to answer. The logic can be followed and the questions raised 
even where the data are not abundant, as was pointed out in the first volume. 
Where such information is not accessible, the local authorities have to resort 
to the knowledge and judgments of experts who can fill the gap until a statistical 
base is created. 

The method of analysis provides a key to the selection of possible industries 
to consider for location. Following these choices, there is still the question of 
determining the appropriateness of the specific venture. Therefore, this report 
is called an “introduction to feasibility studies”. 

Attached to this report is an elaborate “Site Selection Check List” which 
indicates the wide range of considerations which may influence the final 
decision by the individual enterprise. One purpose of the methodology outlined 
in the present report is to provide a critical central system of analysis, after 
which these detailed factors might be reviewed if the particular industry is 
considered as a possible candidate for location. 

The Manpower and Social Affairs Committee has indicated that “the 
Manpower autho rities should strive to ensure that the manpower objectives are 
fully recognized by all relevant sectors of government and that the employment 
objectives are given the high priority they deserve from the point of view of 
economic, political and human interests”. The close coordination of manpower 
and economic policies is, therefore, crucial and the development of jobs for 
the unemployed or underemployed persons in depressed or underdeveloped 
areas is an essential subject of mutual interest to the policy makers in both 
areas. The present report is designed to contribute to more effective efforts in 
this field of job development. 



Solomon Barkin 

Deputy to the Director, 
Manpower and Social Affairs Directorate 
and Head of Social Affairs Division, 
OECD, Paris 



SUMMARY 

An introductory section to this study examines some general aspects of 
area redevelopment policy and the role of an industrialization policy in such 
a policy. 

Industries to be selected are labour-oriented growth industries. Whilst 
there are alternative definitions of a labour-oriented growth industry, for the 
purpose of this study the size of an industry is measured by employment and 
labour intensity by the proportion of value added paid to employees. 

Several methods can be used to select industries that could be attracted 
to the area. The most important of these, together with their advantages and 
disadvantages, are reviewed. The method adopted is based upon the weighted 
inter-industry relationships method, in effect a modified and elaborated Perloff- 
access approach. This method was applied to the regional distribution of three 
manufacturing industries in the United States. 

The report consists of two parts: the first deals with area industrialization 
policy in general and the second examines the method that might be used as 
a basis for such a policy. 

It is assumed that the relative levels of communication (including trans- 
portation) costs for the products and requirements of an industry determine 
both the propensity to export the products from a region and to import the 
requirements from other regions. 

A relationship is established between, on the one hand, the gross output 
of an industry in an area and, on the other, the demand for its products stemming 
from all other industries and final demand sectors in the area together with the 
area supplies of its most important requirements. The coefficients of this 
relationship (the attraction coefficients), which can vary between 0 and 1 and 
whose sum is unity, are estimated for the electronic components, optical and 
glass industries. 

For both the electronic components and glass industries, the values of the 
total demand attraction coefficients were found to be very close to unity. This 
means that both industries are strongly market-oriented. For the optical 
products industry the values remained undetermined indicating that communi- 
cation costs do not play a significant role in the location of this industry; the 
optical products industry is completely footloose as far as both inter-industry 
relationships and the final demand are concerned. A supply of skilled labour 
is considerably more important as a location factor. 

The correlation coefficients of the derived relationships were of the order 
of +0.75 for the standard geographic divisions of the United States. By 
combining various divisions, a set of larger areas was obtained for which the 
coefficients approached to unity. These combinations of divisions are called 
relevant regions. Within the relevant regions the electronic components and glass 
industries may be said to be footloose as far as inter-industry relationships are 
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concerned. The relevant regions are of such a size that both industries might 
be footloose m a country of an average European si*«. 

The manner in which an area could use the type of results which the 
analysis yields, is outlined. It would be preferable for a central government 
agency to undertake the necessary studies for the growth industries and acquaint 
all areas with their general requirements. The local authorities would then 
need to compare these industry requirements with the structure of their own 
areas and use the results as a basis for their local industrialization policies 

It is very apparent that a rewarding further feasibility study would be for 
the Pacific geographic division. (The states of California, Oregon and 
Washington). This division imports 80 per cent of its optical product needs, 
whereas of the two most important requirements of this industry, namely paper 
and chemicals, 75 per cent and 64 per cent respectively of its own production 
are exported. This kind of study would obviously be useful for smaller regions. 

In the case of smaller areas, due consideration should be given to the state 
in which the area is located and the geographic division within which the state 
is located. Net imports by the area, state and geographic division of the product 

in question means that there may be opportunities for exports to the rest of the 
state and division. 

Finally, it is proposed that local authorities should carry out “location- 
simulation” studies, that is, studies in which: the industry “best” suited to 
the existing industrial pattern of the area is first selected; a second industry 
is chosen on the assumption that the first industry actually locates in the area • 
and the procedure is repeated assuming that both industries are present, etc’ 
In this manner a group of industries could be selected for which location in the 
area seems profitable when compared with others. 

In order to carry through the industrialization programme, consideration 
should not only be given to an industrial estate where industries might locate 
but also to labour-supply problems and the provision of economic, social and 
cultural amenities of a general nature. 



INTRODUCTION 



used^Vw;?? 0f i thi ? re ? ort . is . t0 ex P lore certain methods that might be 
used as a basis for local industrialization policy In Chanter l crirno ^ , 

principles of area development policy are discussed and to the second 8 three 

labour-onented growth industries are selected for a mom detaKaWsfs 

fiind a h ° 1C t e i°u ab ° Ur '°J iented growth industries follows logically fron/the 
fundamental objective of area development policy: to employ ofre^emntov « 
many workers as possible. It should be stressed here that E a P ^ as 
men, cre^ by new industries is tak» 

do not necessarily contribute most to local employment A canital ?n£«dvf 

second reason is that in fact our knowledge of the “ cluster Uio" «f 
ndustries is extremely limited and actually one of the main targets of this 
study is to gather more knowledge on the linkages between industaiffandthJ r 
influence on the ^tendency to cluster. Basically, 1 ^ 

has been finished (and then, not only for the three industriefselected hnJ f^ 
all industries) assumptions could be made about Indirect effecfs o^ lona 
industrialization. For these two reasons the study c 0 „ c Stated iLlSS? 

in J^? h T TS 4 -° , 6, the inter 'industry relationships of the three chosen 

tadt? ' g ^ SS a " d electronic com Ponents Tndustries^are 

studied. In the following Chapters 7 to 12, a model is annlied t^ tul Jz 

presented m the three preceding chapters in order to deteLine he n„i j 

importance ->f the locational requirements of the hree nZlr es St 

aSSTS °* reSU “ S fM area "‘ n< * us trializarion policyTemp^dt 

Although the effect of central government policies on regional 
and industrialization is given some consideration the studTs main^Of i 

STblls^ 

o they frequently adopt measures which are considerably more important 
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for the area than national policy. Moreover, it is the task of the local government 

t0 ur° V1 r t * ie new * nc * ustr * es Seating in the area with the necessary facilities 
public utilities, roads, communications etc., and to provide amenities for the 
workers employed by the industries and for their families. This more immediate 
and wider responsibility of the local authorities justifies an examination of 
industrialization from the area’s point of view, and this study is intended as 
a contribution to this approach to a rational area industrialization policv 
Consideration of central government activities in the field of industrialization 
is limited to those that might support the local authorities in their own efforts 
tor a more rapid industrialization of their areas. 

The study is related to an earlier one 1 , published as No. 1 in the Series- 
Developing Job Opportunities” of the OECD Manpower and Social Affairs 
Directorate, Social Affairs Division. This earlier report contained a general 
review of area redevelopment problems and proposed further studies that are 
important for giving a basis for effective area redevelopment policies. One 
proposal concerned the locational requirements of labour-oriented growth 
industries, the problem to which this volume is devoted. 

“The selection of the most appropriate export activities for a specific 
area s problem would be made much easier if models of the locational require- 
ments of growth industries were developed. It may be assumed that the rede- 
velopment of labour-surplus areas would be less difficult if employment 
problems were solved by the establishment of labour-intensive growth industries 
the establishment of these industries being based in part on the available 
manpower both from the quantitative and qualitative point of view. Cases in 
po * n J. m |^ ht Jj® cer ^2 11 } branches of tool-making, research institutions, tourism 
and the like. If a sufficient number of such locational profiles were at the disposal 
of local developers, their otherwise difficult task would be reduced to collecting 
and inserting into the model a prescribed set of data, part of which would 
already have been generated by the aforementioned studies” 2 . 

It is with these principles in mind that the following study has been written. 



Programmes. WCoXtomT m * SoC,a ' ***"**"«• for 

2. Op. cit., page 82. 
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Part 1 



LOCAL INDUSTRIALIZATION 
POLICY AND METHODS 






Chapter 1 

LOCAL INDUSTRIALIZATION POLICY 

1.1. Introduction 

deve.o P s “si^Th" kis 

.tint's, S ud ffi ; ient t0 C0nsider the re — of * y JS%££S£Z 

1 . 2 . Depressed areas 

The existence of relatively underdeveloped areas in many develoDed as 
well as underdeveloped countries has given rise to much interest to the chances 
anH Pr ° 1 r < ^ tin f the _ development of these areas and in designing programmes 
nd policies for obtaining a more rapid growth of their economies^n^he case 
of developed countries, however, it would seem that sufficient attention ha! 

areas require? fledWe* 0 ‘ *5* differcn, characteristics rfSepresS 

areas require a flexible regional policy. In order that the authorities can imnlp- 

ment an area development policy successfully, full account must be taken P for 

fn HUS! 6 ’ ofd * fferences in structures of the various areas and of area differentials 
... ? C( and employment levels, both as they exist at present and also their 

the differ! values - J hat there exists a dynamic aspect to the development of 
the different areas of a country means that not only should the general area 

redevelopment policy be regionally differentiated but also that it should be 

re^ic ,n bei„ n rhL? rmS - ^ *? poUcies ° f Siies 

are static, being based upon the existing situation and navino lini. nr 
attention to developments over time. paylng llttle or a0 

If the expected rate of growth of the various areas and their resnective 
levels of activity are both taken into account, we may distinguish between four 
^ofare^osperous areas, in which both the level and die growth rate of 

V L ar L ' 8 . ; P °‘ ent a " y *l»«d areas, in which the level of activity is 
still high but the expected growth rate low; developing deoressed a™! ;« 

Tndfi * if e * pected *f te of growth is high but the level of activity is still low- 

oflb P v! f reSS A arC f’ in - which both the level ^d the future grow h rate 

0W ,*. A sin ! le re g 10na l policy applied uniformly to these different 
types of area could not be expected to attain optimum results A develnnino 

.? P a rc nmenS requires a policy that would stiLatetheg^ 

needed t?d !l y a d H^ eSSed / rea * poIi f y of retar dation and reconstruction is 
solution m 3 depressed area com P lete reconstruction seems to be the only 
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1 . 3 . Central government area redevelopment policy 

M° s t cen tral government area redevelopment policies do not allow for 
suchflexibihty as this. All areas with persistent unemployment-the usial 

to shmnw ^ _reCe ' Ve ’- “ princi P' e - *<I® n tical assistance in their attempt] 
» ‘ he ' r economies; areas with full employment, whether or not 

iMrith! ^ eIy be ma,n t a <ned >n the future, receive no such an assistance 
Neither do national economic policies normally include anv nrovicion fv%r 

regional flexibility. This type of policy is mostly based on nationa| P averaLes a^d 
is airae at national targets, and only very occasionally are central governments 
aware that the policy has different implications for different relZ lTthe 

SlT > r >Im if situation requires deflationary measures, thesf are taken 

regardless of whether the inflationary pressure is widesnread or is h»; n o 
experienced only by certain regions. wiuespread, or is being 

term Growth considerat ! on which militates against the balanced long 

term growth of the vanous regions. Central government seem to be anitf 

“ n l ni T S ° n t r e SCOre that there is but one way of solving the problem of 
gional inequalities, namely, to take new activities to depressed areas An 
alternative solution emigiation from the area, is being considered T onlv a 
very few countries. To some extent this is understandable. It is difficult for the 
“» exempt certain areas from assistance becausi of Their iack of 
potential. It is especially difficult when, if the policy is to be consistent the 
government at the same time should be giving assistance to thncp r * • ji 

ch^n P h g " eaS WhiCh ° ffer ‘ he best chance satisfactory resultsThe sZ'ion 

dictated bv^such govern ? lents ln fact . diverge a little too much from that 
dictated by such a purely economic approach. 

•h.ir I ^!tl! S .*i S,ln x Euish be f ween a P° lic y d>M seeks to help areas, regardless of 
their potentials, because they are lagging behind in development and one that 

is guided only by the need to stimulate actual and potential Sornemin the 
economy. The former will be termed a social redevelopment pS” channek 
ssistance to certain areas simply because they are poor. The latter will be 
termed an economic redevelopment policy- it seeks tn nmmAin CF . . 
developments. On two grounds, each central government development policv 
,sa compromise between an economic and a social Xebpmenf pot? 

irstly, in most developed countries certain areas are “overdeveloped ” That is 
some large agglomerations develop so quickly that substantial diseconomies of 
scaie(on account of congestion), huge urban renewal programttandextreme?v 
^pensive improvements to the general infrastructure; etc seem fnevtoble 

thf i^itcli \imdtv tbrd arded ' ’1 Eur , 0pe ’ London, Paris, the Ruhr area and 

relahve decentralization for these overcrowded urban aTs 4ms dtffaWe 
and, n ail the cases cited, is actually being pursued. If effecte sth a 
decentralization policy benefits other, less quickly developing areas ’ 

decen?reSl e po5Sy: K “ imPOrtan ‘ instm ™ nt for P ro “>o‘i"8 this kind of 

“The need to co-ordinate industrialization and urbanization nolicies k 
J“ an y consideration of the industrial estate, which can play an impor- 
Inrfr hoth so y nd economi c development and sound urban development 
policies. SeFVe 38 an imp0rtant bndge between industrialization and urbanisation 

„ Industnal es * at f sbould be utilized as part of a broader governmental 
P y t° the locat ion and development of industry in order to achieve 
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two basic objectives: industrial development and decentralization. Industrial 
development policies have used industrial estates to accelerate industrialization 
and employment opportunities, to encourage foreign investors to locate 
manufacturing plants within a particular country, to foster and modernize 
small and medium-sized firms and to relieve hardship in depressed areas by 
expanding and diversifying the industrial base. Decentralization policies have 
used industrial estates to decentralize population from large urban centres, 
to provide an economic base for a new town or growing suburb of a metro- 
politan area, to encourage the development of rural and under-developed 
regions within a country and to maximize the opportunities afforded by 
hydroelectric power. In addition a third and more recent policy has sought to 
use industrial estates as a means of revitalizing city centres, thereby widening 
opportunities for urban development” 1 . 

The effectiveness of decentralization policies in Western European countries 
is not to be evaluated here. However, it should be emphasized that there are 
good reasons why a development policy not always favours the most rapidly 
developing areas for further stimulation. The creation of secondary nuclei 
(growth centres) seems to promote a balanced regional development in a more 
rational way. 

The second reason is the existence of certain social goals. Depressed areas 
are usually characterized by an obsolete infrastructure, a relatively unfavourable 
age-distribution of the population resulting from continuous emigration from 
the area, and, for these reasons, poor prospects of renewed activity. Yet, in a 
properly functioning democracy each member of the community has a right 
to have access to, at least, the basic facilities in the area in which he lives. 
For this reason alone, no government is prepared to abandon depressed areas 
to their fate. 

It seems logical, therefore, that the central government policy should 
contain three major goals: the avoidance of too large urban concentrations in 
the country; the stimulation of the growth of properly chosen development 
nuclei; and the provision of basic facilities for all parts of the country. 

The question of the concentration of government support in development 
nuclei is a very important one. Is it true that the large urban concentrations 
suffer from diseconomies of scale, and that virtually all middle-sized communi- 
ties offer potentially large economies of scale. In order to reach the minimum 
size of population required, perhaps something in the neighbourhood of 
250 thousand people, a concentrated effort seems to be needed. Naturally, the 
selection of development nuclei should be based on such appropriate criteria 
as future development prospects, the nature of the present infrastructure and 
the cost of adjusting this infrastructure to meet the new situation. 

1.4. Local redevelopment policy 

Implicit in the above remarks is the fact that most central governments 
play an important role in the area redevelopment policy. In practice, however, 
the participation of the central government varies considerably from country 
to country — according to the nature of the taxation system, for example. The 
more this system is centralized, the larger is the influence of the central 
government on area redevelopment. A high degree of decentralization in the 



1. The physical planning of industrial estates. United Nations, New York 1962, page 1. 
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taxation system, as is found, for example, in the West German “Lander” 
and the Finnish municipalities, endows the local governments with greater 
opportunities for formulating and implementing development policies. This 
does not imply that only the local development policies of communities in a 
country with a decentralized taxation system are likely to be successful. The 
way in which the funds are dispensed can be as important, in this context, 
as the source of the money or even the total amounts available. 

The role of the local government is thus an important one; this is true 
both of those communities or areas which are, and those which are not, chosen 
by the central government as a development nuclei. The local government bears 
the basic responsibility for the development of its area, either on its own 
initiative or in order to integrate with, and complement, the plans of the 
authorities at a higher level. There can be little doubt that the local government 
is better equipped for these tasks than the central government. It knows the 
attitudes of the community, the abilities of its industrial managers, the natural 
resources which are available, much better than any employees of the central 
government. Moreover it is seldom the desire of the central government to treat 
the questions in the same degree of detail as the local government does, since 
the target of the central government is simply to attain a reasonable distribution 
of activities within the country, for which purpose very general objectives 
suffice. The local governments must fill in the details of the national policy and, 
even more important, depart from its requirements when this seems appropriate 
and beneficial to the area in question. 

An example of a complementary local policy which provides considerable 
scope for local initiatives, is the nuclei policy of the central government, which 
aims at creating suitable conditions for growth in a limited number of nuclei 
that will become the future centres of larger areas. The central government 
measures are intended to raise incomes and population in these centres, as 
quickly as possible, to levels at which a process of self-sustained growth will 
be set in motion and no further subsidies required. Whilst these nuclei are to 
be the principal centres of the chosen areas, there may also be centres of lesser 
importance with specific roles to play. For, in every area we find a hierarchy of 
communities, all of them playing their parts in the economic, social and cultural 
life of the area. An increase in the activities of the main centre of the area 
means that the tasks of the other centres become more important and there 
arises a need for more local government activity and initiative in these centres. 
The principal city of an area — which after all is only the apex of the pyramid 
of economic activities in the area — is not the only centre with any importance. 
Every local action, if properly prepared and integrated into a more general 
framework for progress, contributes to an area’s welfare. Efforts to improve 
the economic base of the area are of particular importance and, consequently, 
local industrialization policy receives much attention in this study. It should be 
realized, however, that industrialization policy alone will not be sufficient to 
raise the welfare of an area to a higher level. Infrastructural improvements of 
many sorts — economic, social and cultural — within the limits determined by 
the area’s income are also indispensable. They too merit further study, but are 
not treated in this report. 

It would seem that a local redevelopment plan should contain the following 
elements in order to provide a suitable base for local redevelopment policy 1 . 

1. Leo H. Klaassen, op. cit. 
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“A. Economic Plan 



This plan, derived from the results of basic research in the area, covers the 
overall economic development of the area. It contains estimates of desirable 
rates of increase of income and employment and it outlines methods of achieving 
these objectives. Estimates are also given of required investments in both the 
private and the public sectors, with special emphasis on roads, industrial sites 
and energy. 

The economic plan is to be considered only as a guide in making specific 
decisions. 

B. Social Plan 

In the social plan, detailed targets are set for education training and 
retraining, low rent housing, etc. Necessary current expenditures and future 
investments and expenditures on these items are estimated on the basis of the 
expected development, as well as of independent social considerations. 

C. Physical Plan 

In the physical plan, the economic and social plans are integrated into a 
master plan for the whole area. The task of the physical planner is to unite 
all necessary future land uses into a harmonious, attractive and efficient 
physical pattern. Transportation must be, urban renewal might be, an important 
part of a physical plan. 

D. Financial Plan 

There are important financial implications to all three plans mentioned 
above. The plans, perforce, can only be realized to the extent that the financial 
means available will permit. It is thus absolutely necessary that future expendi- 
tures be balanced against the income flow of the area, derived from local 
sources as well as from central government subsidies. It follows that the time- 
schedule of the plans must conform with the area’s estimated flow of income. ” 

1.5. Local industrialization policy 

That only three manufacturing industries, which seem to have certain 
advantages in the context of area (re)development, are examined in this study, 
does not imply that the manufacturing sector is the only one which can feature 
in area redevelopment policies. It is well-known that in highly developed 
countries the tertiary sector, or service-activities, grow considerably faster in 
terms of employment than the secondary, manufacturing activities. There are 
however, several reasons for the choice of manufacturing industries. 

Firstly, in most developed countries, more and better data are available 
for the manufacturing sector than for services. Only certain services are 
included in the censuses, and the measurement of their level of production is 
poor, making a thorough analysis of their regional distribution difficult. 
Secondly, service-activities are always linked if not with consumer activities 
then with secondary activities, and therefore, to a large extent in their size and 
importance in a given area are determined, both by the area’s general level of 
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welfare and the level and structure of industrial activities. For this reason, the 
direct promotion of service-activities does not often seem to be a suitable way 
of developing an area. Only the relatively few independent service activities, 
such as scientific research or tourism, would be appropriate for this approach. 
The third and most important reason is that, although employment in the 
manufacturing sector as a whole might be practically stable in many countries, 
we will see that within the manufacturing sector, many activities decline and, 
simultaneously, many others employ workers in growing numbers. Thus, 
those manufacturing industries in the United States where the labour forces 
are expanding accoun^ for some 42 per cent of total employment in the 
manufacturing sector. The average r ate of growth of these industries, again in 
terms of total number of employees, between 1954 and 1958 was 9 per cent. 
It is true that this increase was swamped by the decrease of 8 per cent during 
the same period in the remaining 58 per cent of the manufacturing sector, but, 
nevertheless, during this period the growing manufacturing industries created 
employment for more than 600,000 people, roughly 25 per cent of the increase 
in the total United States working population during the same period. It dees 
seem for this reason it is wrong to maintain that only the service sector merits 
study because it is the only growing one. The manufacturing sector is stagnating 
because it consists of fast growing and rapidly declining sectors, of about equal 
importance in terms of employment. The tendency to regard the service sector 
as the only growth sector in the economy of the western wop i is both confusing 
and misleading. The industries to be studied in this report can be considered as 
real growth industries in this respect. 

Naturally, area redevelopment policy should take account of the possibility 
of attracting service-activities. For example, many depressed areas have 
already profited from scientific and industrial research activities newly located 
in the area, although these activities usually require a large proportion of very 
highly-skilled employees, seldomly available in the area in question. An active 
area development policy however should explore any avenues which might 
contribute to the growth of welfare in the area. 

Certainly, studies about the locational requirements of such rapidly 
growing service-activities as research and tourism would seem worthwhile. 
However, it would appear that no standardized method of analysis can be 
developed for this purpose since the requirements of these activities are too 
diverse, and, therefore, separate studies for each activity will be needed. An 
example of a preliminary study of this sort is provided by the proceedings of a 
conference on the research industry, held in Maryland in 1963. The views 
expressed at this conference, about the locational requirements of the industry, 
were of a general nature. Reference was made to the need for contacts with a 
university, pleasant living conditions and, as far as research in biology and 
physics was concerned, pure air and water resources. More systematic studies 
of this subject are now being made 1 , although the locational requirements they 
refer to are either vague or so demanding that only few places, even in the 
United States, can provide them. For example, a recent address by Dr. Jerome 
B. Wilmer, special assistant to the President for science and technology, 

1. “ Sites for Science”. A reference study by Industrial Development and Manufacturers 
Record, Industrial Development August 1964. Atlanta, Ga. Also discussions and attach- 
ments in Technology in the Nation's Economy , 1965, page 68 Also “ Sites for Science”, 
4th Annual Reference Study, Industrial Development and Manufacturers Record, August 
1965, page 9. 
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contained a list of eight factors that influenced the creation of the scientific 
complex round Boston; they are: 

1. The presence of outstanding scientific schools and faculties, 

2. Government sponsored research activities, 

3. A supply of skilled manpower, 

4. A diversified supporting industry, 

5. Readily available capital, 

6. Good transportation, 

7. Pleasant living conditions, 

8. Some very good luck. 

Conditions for the development of tourism are of a completely different, nature. 
They include natural attractions and touristic facilities, a nearby larger urban 
agglomeration, the accessibility of the area’s natural attractions and transport 
facilities between the area and the agglomeration. Professor Fred E. Case of 
UCLA has carried out some pioneer work in the evaluation of the relative 
attractiveness of different touristic resources. At the Netherlands Economic 
Institute an attempt has been made to determine the economic importance of 
water-recreation 1 . No systematic study of the field is known to the author. 
Whilst such individual studies of service-activities are important, they lie 
outside the scope of ours. 

The industrialization policy must be based on a reconciliation of, on the 
one hand, the industrial structure and the human, social and natural resources 
of the area, and, on the other, the locational requirements of the industries to 
be attracted to the area. Clearly, locational requirements of any industry chosen 
at random will be largely independent of the structure of a similarly selected 
area, although adjustments are possible within certain limits. It is not desirable 
therefore, for each area to study separately the locational requirements of all 
industries. There is a need for such research to be centralized, and the results 
made available to all areas pursuing a development policy. In this study only 
three industries have been considered in detail. It is clear, therefore, that only 
limited conclusions can be drawn from the results of the study. In order to 
provide local governments with full information on the locational requirements 
of industries central governments should apply systematic studies to all 
industries. 

The task of the local government will then be to combine the results of 
this research with its own intimate knowledge of the area, in order to draw up 
a programme of action to r.ttract these industries that could profit from location 
in the area which, in turn, could make a sizeable contribution to the growth 
of the area. The methods by which these industries may be selected are 
examined, in a general way, in Chapter 3. More detailed feasibility studies will 
have to be made, preferably in co-operation with industry experts, in order to 
reach more detailed conclusions about specific activities. This last point is of 
particular importance, for, 

“... industry covers an enormous range of activities, finely differentiated, 
one from another. Economists are accustomed to very broad categories and 
are inclined to make abstraction from the fact that these categories include 



1. This study is similar to the one made by the Area Development Administration: 
ARA Casebook No. 11. U.S. Dept, of Commerce “Economic Impact of Schweitzer Basin Ski 
Resort ”, Sandpoint, Idaho. October 1964. In both studies an attempt is made to estimate 
the economic importance to the area of tourist expenditures and their growth, and of the 
income which would result from improved conditions for tourism. 
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1.6. General instruments used in industrialization policy 
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the geographic position and facilities offered by the area seem particularly 
favourable. Such an industrialization policy is therefore very selective, since 
only certain, specially chosen activities are sought after. Nevertheless, many 
areas also pursue a more general type of industrialization policy, which provides 
for the use of more general instruments for attracting industry. It is useful to 
describe such general policies at the outset, in order to portray the background 
for the selective policies to be discussed later. The instruments prescribed in 
general industrialization policies can be financial or non-financial in character. 

Financial instruments comprise low interest loans for newly locating 
industries, guarantees of interest payments, and subsidies in land and building 
costs. Usually, the more labour-intensive the industry, the greater the subsidy 
offered; this is logical since their purpose is v o stimulate the creation of jobs. 
In many countries some development areas receive subsidies from the central 
government, as well as from the local authorities. In a few countries, including 
Holland, local governments are not allowed to grant such subsidies which, 
therefore, are limited to the “nuclei” in the development areas. 

Although such financial incentives are available to any industries locating 
in the area if they fulfil certain conditions connected with the number of workers 
employed, and general economic viability, there is, in effect, an implicit selection 
process. First, those industries which are labour-intensive industries are 
favoured; indeed in many countries capital intensive industries may receive no 
subsidy whatsoever. Furthermore, the financial assistance is usually greater 
where building costs form a high percentage of the venture since, in most cases, 
the subsidy is related to building costs. However, the selection process remains 
very general in character since all labour-intensive growth industries, and not 
specific ones in this category, are sought after. 

The non-financial instruments can be even more general in nature. They 
include road, railway and communications’ improvements, as well as the 
development of residential schools, play-grounds, and shopping facilities etc. 
Broadly, they seek to improve the economic, social and cultural “climate” 
of the area in order to heighten its general attractiveness as an area for new 
activities. One instrument that deserves special attention in the present context 
and one that is often used in connection with general infrastructural improve- 
ments, is the industrial estate'. 

“One of the most significant developments in industrial organization in the 
present century is the increasing interest shown in many countries for industrial 
estates — a device which can take many forms, but which, basically, refers to 
a tract of land developed in accordance with an overall plan designed to provide 
accommodation for a sufficiently large number of factories to make it economical 
to provide common services and special facilities to the industrial occupants. 

An industrial estate can take many forms depending upon the range and 
type of industry involved and the particular requirements of the country or 
district in which it is situated. The benefits afforded by the availability of sites, 
factories and services on industrial estates are particularly important for small 
firms or new enterprises, especially those which can be accommodated in stan- 
dard factory buildings offered for rent. The range of industries which can be so 
accommodated is surprisingly wide: it includes many branches of electrical and 
general engineering, food processing, furniture, clothing, textiles, plastics and 
many others. Sites on industrial estates are also suitable for large organizations 
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